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SHB 2249 - H AMD  296 
By Representative Hunter 

 

 Strike everything after the enacting clause and in sert the 

following:  

"NEW SECTION.  Sec. 1.  (1) The legislature recognizes that 

counties and cities, the general purpose local gove rnments that are 

closest to the people, are charged with providing n umerous and diverse 

services to their residents.  In providing these se rvices, counties 

and cities must respond to legislative and citizen directives, and a 

changing, and often challenging, financial landscap e. 

 (2) The legislature recognizes that population gro wth and the 

enactment and maturation of the growth management a ct has resulted in 

many governance changes throughout the state, as an nexations and 

incorporations have expanded existing cities and cr eated new 

incorporated areas.  These actions have been consis tent with growth 

management act principles that call for growth to b e thoughtfully and 

deliberately directed to urban areas and areas char acterized by urban 

growth.  These actions have also been consistent wi th pronouncements 

of the act specifying that, in general, cities are most appropriate 

providers of urban governmental services, the servi ces and facilities 

that are historically and typically provided in cit ies. 

 (3) Recognizing the governance efficiencies that w ill result from 

the annexation of urban and urbanizing areas in the  state's largest 

counties, the principles of fairness that will take  root as rural 

residents cease to bear the costs of providing urba n governmental 

services in unincorporated urban and urbanizing are as, and the 

unprecedented financial pressures that local govern ments face, the 

legislature intends to establish new annexation mec hanisms and related 
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fiscal provisions that apply in counties with more than one million 

five hundred thousand residents. 

Sec. 2.  RCW 82.14.415 and 2006 c 361 s 1 are each amended to read 

as follows: 

 (1) The legislative authority of any city ((with a  population less 

than four hundred thousand and which )) that  is located in a county 

with a population greater than six hundred thousand  that annexes an 

area consistent with its comprehensive plan require d by chapter 36.70A 

RCW((, )) may impose a sales and use tax in accordance wit h the terms 

of this chapter.  The tax is in addition to other t axes authorized by 

law and shall be collected from those persons who a re taxable by the 

state under chapters 82.08 and 82.12 RCW upon the o ccurrence of any 

taxable event within the city.  The tax may only be  imposed by a city 

if: 

 (a) The city has commenced annexation of an area u nder chapter 

35.13 or 35A.14 RCW having a population of at least  ten thousand 

people prior to January 1, ((2010 )) 2015 ; and 

  (b) The city legislative authority determines by resolution or 

ordinance that the projected cost to provide municip al services to the 

annexation area exceeds the projected general reven ue that the city 

would otherwise receive from the annexation area on  an annual basis. 

 (2) The tax authorized under this section is a cre dit against the 

state tax under chapter 82.08 or 82.12 RCW.  The dep artment of revenue 

shall perform the collection of such taxes on behalf of the city at no 

cost to the city ((and shall remit )).  T he tax shall be remitted  to 

the city as provided in RCW 82.14.060. 

 (3)(a) Except as provided in (b) of this subsectio n, t he maximum 

rate of tax any city may impose under this section shall be ((0.2 

percent for the total number of annexed areas the cit y may annex.  The 

rate of the tax imposed under this section is )):  

 (i)  0.1 percent for each annexed area population that is greater 

than ten thousand and less than twenty thousand((.  The rate of the 

tax imposed under this section shall be )); and  



 

2249-S AMH HUNT PETE 011 Official Print - 3 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

 (ii)  0.2 percent for an annexed area ((which the )) population that  

is greater than twenty thousand. 

(b) As of July 1, 2011, and thereafter, 0.85 percen t for an annexed 

area population that is greater than eighteen thous and if:  

 (i) The annexed area is annexed by a city that has  officially 

designated the area a potential annexation area; an d 

 (ii) The annexed area is, or was prior to November  1, 2008, 

officially designated as a potential annexation are a by a city with a 

population greater than four hundred thousand, in a  county with a 

population over one million.  

 (4)(a) The maximum cumulative rate of tax a city m ay impose under 

subsection (3)(a)(i) and (ii) of this section is 0. 2 percent for the 

total number of annexed areas the city may annex.  

 (b) The maximum cumulative rate of tax a city may impose under 

subsection (3)(b) of this section is 0.85 percent a nd for the single 

annexed area the city may annex and the amount of tax distributed to a 

city under subsection (3)(b) of this section shall not exceed five 

million dollars per fiscal year.  

 (5)  The tax imposed by this section shall only be impo sed at the 

beginning of a fiscal year and shall continue for n o more than ten 

years from the date the tax is first imposed.  Tax rate increases due 

to additional annexed areas shall be effective on J uly 1st of the 

fiscal year following the fiscal year in which the annexation 

occurred, provided that notice is given to the depar tment as set forth 

in subsection (((8) )) (9)  of this section. 

 (((5) )) (6)  All revenue collected under this section shall be use d 

solely to provide, maintain, and operate municipal services for the 

annexation area. 

 (((6) )) (7)  The revenues from the tax authorized in this secti on 

may not exceed that which the city deems necessary t o generate revenue 

equal to the difference between the city's cost to provide, maintain, 

and operate municipal services for the annexation a rea and the general 

revenues that the cities would otherwise expect to receive from the 

annexation during a year.  If the revenues from the  tax authorized in 
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this section and the revenues from the annexation a rea exceed the 

costs to the city to provide, maintain, and operate  municipal services 

for the annexation area during a given year, the cit y shall notify the 

department and the tax distributions authorized in this section shall 

be suspended for the remainder of the year. 

 (((7) )) (8)  No tax may be imposed under this section before Ju ly 

1, 2007.  Before imposing a tax under this section,  the legislative 

authority of a city shall adopt an ordinance that i ncludes the 

following: 

 (a) A certification that the amount needed to prov ide municipal 

services to the annexed area reflects the city's tr ue and actual 

costs;  

 (b)  The rate of tax under this section that shall be i mposed 

within the city; and 

 (((b) )) (c)  The threshold amount for the first fiscal year 

following the annexation and passage of the ordinan ce. 

 (((8) )) (9)  The tax shall cease to be distributed to the city for 

the remainder of the fiscal year once the threshold  amount has been 

reached.  No later than March 1st of each year, the city shall provide 

the department with a certification of the city's t rue and actual 

costs to provide municipal services to the annexed area, a  new 

threshold amount for the next fiscal year, and noti ce of any 

applicable tax rate changes.  Distributions of tax under this section 

shall begin again on July 1st of the next fiscal ye ar and continue 

until the new threshold amount has been reached or June 30th, 

whichever is sooner.  Any revenue generated by the tax in excess of 

the threshold amount shall belong to the state of W ashington.  Any 

amount resulting from the threshold amount less the  total fiscal year 

distributions, as of June 30th, shall not be carrie d forward to the 

next fiscal year. 

 (((9) )) (10) The tax shall cease to be distributed to a city 

imposing the tax under subsection (3)(b) of this se ction for the 

remainder of the fiscal year, if the total distribu tions to the city 

imposing the tax exceed five million dollars for th e fiscal year.  
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 (11)  The following definitions apply throughout this se ction 

unless the context clearly requires otherwise: 

 (a) "Annexation area" means an area that has been annexed to a 

city under chapter 35.13 or 35A.14 RCW.  "Annexatio n area" includes 

all territory described in the city resolution. 

 (b) "Department" means the department of revenue. 

 (c) "Municipal services" means those services cust omarily provided 

to the public by city government. 

 (d) "Fiscal year" means the year beginning July 1st  and ending the 

following June 30th. 

 (e) "Threshold amount" means the maximum amount of  tax 

distributions as determined by the city in accordan ce with subsection 

(((6) )) (7)  of this section that the department shall distribu te to 

the city generated from the tax imposed under this se ction in a fiscal 

year. 

 (f) "Potential annexation area" means one or more geographic areas 

that a city has officially designated for potential  future annexation, 

as part of its comprehensive plan adoption process under the state 

growth management act, chapter 36.70A RCW.  

Sec. 3.  RCW 47.26.086 and 1994 c 179 s 11 are each amended to 

read as follows: 

 Transportation improvement account projects select ed for funding 

programs after fiscal year 1995 are governed by the  requirements of 

this section. 

 The board shall allocate funds from the account by  June 30th of 

each year for the ensuing fiscal year to urban count ies, cities with a 

population of five thousand and over, and to transp ortation benefit 

districts.  Projects may include, but are not limite d to, multi-agency 

projects and arterial improvement projects in fast- growing areas.  The 

board shall endeavor to provide geographical divers ity in selecting 

improvement projects to be funded from the account.  

 The intent of the program is to improve mobility o f people and 

goods in Washington state by supporting economic de velopment and 
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environmentally responsive solutions to our statewi de transportation 

system needs. 

 To be eligible to receive these funds, a project m ust be 

consistent with the Growth Management Act, the Clea n Air Act including 

conformity, and the Commute Trip Reduction Law and consideration must 

have been given to the project's relationship, both  actual and 

potential, with the statewide rail passenger progra m and rapid mass 

transit.  Projects must be consistent with any adop ted high capacity 

transportation plan, must consider existing or reas onably foreseeable 

congestion levels attributable to economic developm ent or growth and 

all modes of transportation and safety, and must be  partially funded 

by local government or private contributions, or a combination of such 

contributions.  Priority consideration shall be giv en to those 

projects with the greatest percentage of local or p rivate 

contribution, or both. 

 A city or town located within a county with a popu lation of one 

million five hundred thousand or more may not quali fy for new grants  

after December 31, 2011, unless the voter's of the city or town have 

voted upon the annexation of a potential annexation  area subsequent to 

the effective date of this act, but prior to Januar y 1, 2012.   This 

subsection only applies to cities and towns with po tential annexation 

areas recognized in the city or town's comprehensiv e plan or related 

document as such plan or related document exists on the effective date 

of this act.  

 Within one year after board approval of an applica tion for 

funding, the lead agency shall provide written cert ification to the 

board of the pledged local and private funding for the phase of the 

project approved.  Funds allocated to an applicant that does not 

certify its funding within one year after approval may be reallocated 

by the board. 

NEW SECTION.  Sec. 4.  A new section is added to chapter 43.155 

RCW to read as follows: 
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 A city or town located within a county with a popu lation of one 

million five hundred thousand or more may not qualif y for new loans or 

pledges after December 31, 2011, unless the voter's  of the city or 

town have voted upon the annexation of a potential annexation area 

subsequent to the effective date of this act, but p rior to January 1, 

2012.   This section only applies to cities and tow ns with potential 

annexation areas recognized in the city or town's c omprehensive plan 

or related document as such plan or related documen t exists on the 

effective date of this act. 

NEW SECTION.  Sec. 5.  (1) The legislative authority of a county 

with a population of one million five hundred thous and or more may 

impose an excise tax on the privilege of engaging i n business as a 

utility.  The tax is equal to the gross income of t he business, 

multiplied by a rate not exceeding six percent. 

 (2) A county must use taxes collected under the au thority of this 

section only for capital projects and services prov ided within the 

unincorporated area of the county. 

 (3) A utility subject to tax under this section mu st add the tax 

to the rates or charges it makes for utility servic es and separately 

state the amount of tax on billings. 

 (4) The definitions in this subsection apply to th is section. 

 (a) "Cable service utility" means a person providing  cable service 

as defined in the federal telecommunications act of  1996. 

 (b) "Electrical power utility" has the same meanin g as light and 

power business as defined in RCW 82.16.010. 

 (c) "Gas utility" has the same meaning as gas dist ribution 

business as defined in RCW 82.16.010. 

 (d) "Gross income of the business" is defined as p rovided in RCW 

82.04.080. 

 (e) "Sewer utility" means a sewerage collection bu siness as 

defined in RCW 82.16.020. 

 (f) "Solid waste utility" means a solid waste coll ection business 

as defined in RCW 82.18.010. 
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 (g) "Telephone utility" means a person providing 

telecommunications service as defined in RCW 82.04. 065. 

 (h) "Water utility" means a water distribution busin ess as defined 

in RCW 82.16.010. 

 (i) "Utility" means an electrical power utility, g as utility, 

telephone utility, water utility, sewer utility, so lid waste utility, 

or cable service utility. 

 (5) A county may provide exemptions for sales by u tilities to 

business customers, such as, manufacturing faciliti es, aircraft repair 

facilities, industrial parks, industrial facilities , farm businesses, 

and computer data centers.  A county may not provid e a general 

exemption for sales by utilities to residential cus tomers unless 

business customers are also exempt. 

  (6) A county must allow a credit against the cable  service utility 

tax for any franchise fee paid by the cable service  utility to the 

county. 

 (7) A county must allow a credit against the tax im posed under the 

authority of this section for the amount of any sim ilar utility tax 

imposed by a city or town on the same taxable event .  The credit 

required by this subsection may not exceed the amoun t of tax otherwise 

due. 

 (8) This section expires January 1, 2012. 

NEW SECTION.  Sec. 6.  A new section is added to chapter 35.21 RCW 

to read as follows: 

 (1) Subject to the requirements of this section, a  city or town 

located partially or wholly within a county with a population of one 

million five hundred thousand or more may impose a tax upon the gross 

income or gross receipts of a water-sewer district.  

 (2) A city or town imposing the tax authorized und er this section 

may not impose a rate of tax that exceeds six perce nt. 

 (3) A city or town may not impose the tax authoriz ed under this 

section unless the voter's of the city or town have  voted upon the 

annexation of a potential annexation area subsequen t to the effective 
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date of this act, but prior to January 1, 2012.   Thi s subsection only 

applies to cities and towns with potential annexati on areas recognized 

in the city or town's comprehensive plan or related  document as such 

plan or related document exists on the effective da te of this act. 

Sec. 7.  RCW 82.46.035 and 1992 c 221 s 3 and 1991 sp.s c 32  s 33 

are each reenacted and amended to read as follows: 

 (1) The legislative authority of any county or cit y shall identify 

in the adopted budget the capital projects, park ma intenance and 

operation expenditures, or both  funded in whole or in part from the 

proceeds of the tax authorized in this section, and  shall indicate 

that such tax is intended to be in addition to other funds that may be 

reasonably available for ((such capital projects )) these purposes . 

 (2) The legislative authority of any county or any c ity that plans 

under RCW 36.70A.040(1) may impose an additional ex cise tax on each 

sale of real property in the unincorporated areas o f the county for 

the county tax and in the corporate limits of the c ity for the city 

tax at a rate not exceeding one-quarter of one perc ent of the selling 

price.  Any county choosing to plan under RCW 36.70 A.040(2) and any 

city within such a county may only adopt an ordinan ce imposing the 

excise tax authorized by this section if the ordina nce is first 

authorized by a proposition approved by a majority of the voters of 

the taxing district voting on the proposition at a general election 

held within the district or at a special election w ithin the taxing 

district called by the district for the purpose of submitting such 

proposition to the voters. 

 (3) Revenues generated from the tax imposed under subsection (2) 

of this section shall be used by such counties and cities ((solely )) 

for financing capital projects specified in a capit al facilities plan 

element of a comprehensive plan, and, at the option  of the city or 

county, park maintenance and operation expenditures .  However, 

revenues (a) pledged by such counties and cities to  debt retirement 

prior to March 1, 1992, may continue to be used for tha t purpose until 

the original debt for which the revenues were pledg ed is retired, or 
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(b) committed prior to March 1, 1992, by such count ies or cities to a 

project may continue to be used for that purpose un til the project is 

completed. 

 (4) Revenues generated by the tax imposed by this se ction shall be 

deposited in a separate account. 

 (5) As used in this section, "city" means any city  or town and 

"capital project" means those public works projects  of a local 

government for planning, acquisition, construction,  reconstruction, 

repair, replacement, rehabilitation, or improvement  of streets, roads, 

highways, sidewalks, street and road lighting syste ms, traffic 

signals, bridges, domestic water systems, storm and  sanitary sewer 

systems, and planning, construction, reconstruction , repair, 

rehabilitation, or improvement of parks. 

 (6) When the governor files a notice of noncomplia nce under RCW 

36.70A.340 with the secretary of state and the appr opriate county or 

city, the county or city's authority to impose the additional excise 

tax under this section shall be temporarily rescind ed until the 

governor files a subsequent notice rescinding the n otice of 

noncompliance. 

Sec. 8.  RCW 84.55.050 and 2008 c 319 s 1 are each amended to read 

as follows: 

 (1) Subject to any otherwise applicable statutory dollar rate 

limitations, regular property taxes may be levied b y or for a taxing 

district in an amount exceeding the limitations pro vided for in this 

chapter if such levy is authorized by a proposition  approved by a 

majority of the voters of the taxing district votin g on the 

proposition at a general election held within the d istrict or at a 

special election within the taxing district called by  the district for 

the purpose of submitting such proposition to the v oters.  Any 

election held pursuant to this section shall be hel d not more than 

twelve months prior to the date on which the propos ed levy is to be 

made, except as provided in subsection (2) of this section.  The 

ballot of the proposition shall state the dollar ra te proposed and 
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shall clearly state the conditions, if any, which a re applicable under 

subsection (4) of this section. 

 (2)(a)  Subject to statutory dollar limitations, a proposi tion 

placed before the voters under this section may aut horize annual 

increases in levies for multiple consecutive years,  up to six 

consecutive years, during which period each year's authorized maximum 

legal levy shall be used as the base upon which an increased levy 

limit for the succeeding year is computed, but the ballot proposition 

must state the dollar rate proposed only for the fi rst year of the 

consecutive years and must state the limit factor, or a specified 

index to be used for determining a limit factor, su ch as the consumer 

price index, which need not be the same for all yea rs, by which the 

regular tax levy for the district may be increased in each of the 

subsequent consecutive years.  Elections for this p urpose must be held 

at a primary or general election.  The title of eac h ballot measure 

must state the limited purposes for which the propo sed annual 

increases during the specified period of up to six consecutive years 

shall be used((, and funds raised under the levy sh all not supplant 

existing funds used for these purposes )). 

(b) Funds raised by a levy under this subsection sh all not supplant 

existing funds used for the limited purpose specifi ed in the ballot 

title.   For purposes of this subsection, existing funds m eans the 

actual operating expenditures for the calendar year  in which the 

ballot measure is approved by voters.  Actual opera ting expenditures 

excludes lost federal funds, lost or expired state grants or loans, 

extraordinary events not likely to reoccur, changes  in contract 

provisions beyond the control of the taxing distric t receiving the 

services, and major nonrecurring capital expenditur es.  This 

subsection (2)(b) does not apply to levies approved  by the voters in 

2009, 2010, and 2011.  

 (3) After a levy authorized pursuant to this secti on is made, the 

dollar amount of such levy may not be used for the purpose of 

computing the limitations for subsequent levies pro vided for in this 
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chapter, unless the ballot proposition expressly st ates that the levy 

made under this section will be used for this purpo se. 

 (4) If expressly stated, a proposition placed befo re the voters 

under subsection (1) or (2) of this section may: 

 (a) Use the dollar amount of a levy under subsecti on (1) of this 

section, or the dollar amount of the final levy und er subsection (2) 

of this section, for the purpose of computing the l imitations for 

subsequent levies provided for in this chapter; 

  (b) Limit the period for which the increased levy  is to be made 

under (a) of this subsection; 

 (c) Limit the purpose for which the increased levy  is to be made 

under (a) of this subsection, but if the limited pu rpose includes 

making redemption payments on bonds, the period for  which the 

increased levies are made shall not exceed nine yea rs; 

 (d) Set the levy or levies at a rate less than the  maximum rate 

allowed for the district; or 

 (e) Include any combination of the conditions in t his subsection. 

 (5) Except as otherwise expressly stated in an app roved ballot 

measure under this section, subsequent levies shall  be computed as if: 

 (a) The proposition under this section had not bee n approved; and 

 (b) The taxing district had made levies at the maxi mum rates which 

would otherwise have been allowed under this chapte r during the years 

levies were made under the proposition. 

Sec. 9.  RCW 82.14.460 and 2008 c 157 s 2 are each amended to read 

as follows: 

 (1) A county legislative authority may authorize, fix, and impose 

a sales and use tax in accordance with the terms of  this chapter. 

 (2) The tax authorized in this section shall be in add ition to any 

other taxes authorized by law and shall be collecte d from those 

persons who are taxable by the state under chapters  82.08 and 82.12 

RCW upon the occurrence of any taxable event within  the county.  The 

rate of tax shall equal one-tenth of one percent of  the selling price 
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in the case of a sales tax, or value of the article  used, in the case 

of a use tax. 

 (3) Moneys collected under this section shall be u sed solely for 

the purpose of providing for the operation or deliv ery of ((new or 

expanded )) chemical dependency or mental health treatment p rograms and 

services and for the operation or delivery of ((new  or expanded )) 

therapeutic court programs and services.  For the p urposes of this 

section, "programs and services" includes, but is n ot limited to, 

treatment services, case management, and housing th at are a component 

of a coordinated chemical dependency or mental heal th treatment 

program or service. 

 (4) All moneys collected under this section must b e used solely 

for the purpose of providing new or expanded progra ms and services as 

provided in this section, except that a portion of moneys collected 

under this section ((shall n ot )) may  be used to supplant existing 

funding for these purposes((, provided that )) in a county with a 

population greater than one million five hundred th ousand persons as 

follows:  Up to fifty percent may be used to supplant existing funding 

in the fiscal year ending in 2010; up to forty perc ent may be used to 

supplant existing funding in the fiscal year ending  in 2011; up to 

thirty percent may be used to supplant existing fun ding in the fiscal 

year ending in 2012; up to twenty percent may be us ed to supplant 

existing funding in the fiscal year ending in 2013;  and up to ten 

percent may be used to supplant existing funding in  the fiscal year 

ending in 2014.  

 (5) N othing in this section shall be interpreted to proh ibit the 

use of moneys collected under this section for the replacement of 

lapsed federal funding previously provided for the operation or 

delivery of services and programs as provided in th is section. 

NEW SECTION.  Sec. 10.  A new section is added to chapter 43.09 

RCW to read as follows: 

 (1) By January 1, 2011, the state auditor shall co nduct a 

performance audit of any county with a population o f one million five 
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hundred thousand or more to specifically determine whether policy 

changes and programs the county has adopted since J anuary 1, 2009, 

will effectively reduce overhead and other costs, i mprove services, 

and streamline operations.  The performance audit m ust identify 

current deficiencies in recognized best practices i n the provision of 

county goods and services and how the provision of these goods and 

services could be provided more efficiently and eff ectively.  As part 

of the performance audit, the auditor shall also ev aluate the amount 

of local and regional services provided by the coun ty within and 

outside city limits and contrast this with other la rge counties in 

Washington and with counties of similar size in oth er states.  The 

state auditor shall use money distributed to the au ditor under RCW 

82.08.020(5) to pay for the performance audit requi red under this 

section. 

 (2) This section expires January 1, 2012. 

NEW SECTION.  Sec. 11.  Section 5 of this act constitutes a new 

chapter in Title 36 RCW. 

NEW SECTION.  Sec. 12.  Section 9 of this act expires July 1, 

2014." 

 

 Correct the title. 

 
  
  EFFECT:   (1)  Clarifies for sections 3, 4, and 6 of the b ill that 

annexation of potential annexation areas (PAAs) mus t occur before 
January 1, 2012, for PAAs recognized in the city or  town's 
comprehensive plan on the effective date of the act .  (2)  
Specifies for the purposes of sections 3, 4, and 6 of the bill 
that the voter's of a city or town must vote to ann ex a remaining 
PAA for the city or town to maintain TIB and public  works 
assistance account funding and impose a utility tax  on water-sewer 
districts.  (3)  Authorizes cities and towns with n o PAAs to 
impose the utility tax on water-sewer districts.  ( 4)  Clarifies 
that a city or town's utility tax on water-sewer di stricts only 
applies to services provided within the city limits .  (5)  Allows 
counties to impose the utility tax countywide, howe ver, a county 
must provide a credit for any city utility tax.  (6 ) Eliminates 
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the section of the bill pertaining to code cities b ecause it is 
not necessary.  (7)  Allows King County to use ment al health sales 
and use tax funds to partially supplant other monie s used for 
mental health/chemical dependency services (50% - F Y 2010; 40% - 
FY 2011; 30% - FY 2012; 20% - FY 2013; 10% - FY 201 4).  (8)  
Clarifies that the disallowance of TIB/Public Works  Assistance 
funding only applies to new grants/loans issued aft er January 1, 
2012.  (9)  Extends the commencement date for the a nnexation sales 
and use tax by 3 years, to 2015.  (10)  Allows the City of Seattle 
to impose the annexation sales and use tax up to $5  million per 
year.   

 

 

 

--- END --- 

 


